
\ 
Internal Revenue Senriee 

Dirtrict 
Director 

D ***** *** ****  ***** 
************* *** 

** * * * * * *  * * * * * 
******* *** ********** 

Department of the Treasury 

***** ***** ********** ********** ***** ******* 

*****  * * ******* 
**** ***** **** * * * * * * * * * ~  
Contact Telephone Number: 
****  *******  
****  ** ply to': 
*** **** 

CERTIFIED MIL . 
Dear Applicznt: 

We have considered your appl ica t ion  f o r  recognition of exemption under 
sec t ion  5 01  (c) (12)  of the Internal  Revenue: Code. 

**** ****** e pr****** ****  sed  t h a t  90". were incorporated i n  the State  of 
*********   on ****  **  ****. 

The purposes f o r  which ' t he  corporation wa,s  formed are: 
a. To do any lawful act o r  th ing  fo r  which corporations may be 

organized pursuant to  t h e  Non-Stock Corporation Act of the State  of 
*********  . 

*  To operate the Common Interese Community known a s  ***** * * * ****  
* * * * * ************* ***  located i n  *******  *********   i n  accordance 
w i t h  the requirements f o r  an Assotiation of Unit Owners charged with the  
administration of Property under t h e  Common In te re s t  Ok-cership Act as 
amended t o  apply t o  th i s  Common In te re s t  Commlity, of the General Statutes  
of t h e  S ta t e  of *********  . 

The ac t iv i t i e s  of the organizat ion include t h e  operation of the Cormnon 
In te re s t  Community known a s  ***** * * * ****  * * * * * ************  inclucive 
of management, maintenance and c a r e  of the associat ion property. Any 
person who holds t i t l e  t o  a u n i t  in t.he comrnon In t e re s t  Community sha l l  be 
a member of t h e  corporation. A l l  present and fu ture  f inanc ia l  support w i l l  
be from membership dues, f e e s  o r  assessments received from owners of 
r e s iden t i a l  uni t s .  The membership dues w i l l  be u t i l i z e d  t o  manage and 
maintain the Common In teres t  Community, such a s ,  payment f o r  a condominium 
pol icy ;  water charges ; and ground maintenance. 

Section 5 01(c) (12) of the  Internal  Revenue Code of 1954 provides exemption 
from Federal income tax to  benevolent l i f e  insurance assoc ia t ions  of a 
purely loca l  character,  mutual d i t c h  or  i r r iga t ion  companies, mutual o r  
cooperative telephone companies, o r  l i k e  organizations; but  only if 85 
percent o r  more oE the income consis ts  o f  amounts co l lec ted  from members 
fo r  the so le  purpose of meeting lcrsses and expnses. 



- 
Organizations1' as used i n  the s t a tu re  is limited b y  the  types of  
organizations specified in the s ta tu te .  It is a ~ p l i c a b l e  only to those 
clut~aal os cooperative organizatj.ons which are engaged in a c t i v i t i e s  similar 
i n  nature t o  the benevolent l i f e  insurance or  public u t i l i t y  type of 
service or 3usiness c~;t.omarily conducted by the specified organizations. 

In ,Revenue Ruling 65-201, 1965-2 C.B. 170 held tha t  A nonprofit cooperative 
organizatiorr whose a c t i v i t i e s  consist of se l l ing  e l e c t r i c a l  materials, 
equipment and supplies, and furnishilig equipment manufacturing, repairing, 
t e s t ing  and other services t o  its members is not a " l ike  organization" 
within the meaning of sect ion SOl(c)(12! of the Internal  Revenue Calve of  
1954, and therefore, does not  qualify f o r  exemption from Hederal incm:  t ax  
under tha t  sect ion of the Code notwithstanding t h a t  i t s  membership is 
l imiied t o  organizations exempt under such section of the Code. \ 

Also, a cooperative housing organization operated f o r  the personal benefi t  
of  its tenant-owner members is n o t  a "like organizatiorn", and does no t  
qualify for  exemption from Federal income tax. 

Therefore, we concluded t h a t  you do not  meet the requirements of ssction 
501(c)(12) of the Code being that  you a re  not a benevolent life insurance 
association, a mutual d i t ch  or  i r r iga t ion  company, a mutual or  cooperative 
telep'lone company or  a l i k e  organization. 

W e  propose t o  deny your request fo; exemption under SOlicj(P2) of the 
Internal  Revenue Code. 

W e  have a lso  considered your organization f o r  exemption under section 
SO1 (c) (4) of the  Internal Revenue Code. 

Section 50l.(c)(4) of the Internal  ~evenue  Code provides f o r  t h e  exemption 
from Federal income tax of c iv ic  leagues or organizations not orgmized f o r  
p r o f i t  but operated exclusively for  the promotion of soc ia l  welfare. 

The concept of social welfare implies a service o r  program directed a t  
benefi t t ing the  community r a t h e r  than a private group of individuals. 

Revenue Ruling 74-17, 1974-1 C.B. i 3 0  held tha t  an organization formed by 
the u n i t  owners of a condominium housing project  to provide f o r  the 
management, maintenance and care of the  common areas of the project,  as 
defined by S ta te  s t a tu te ,  with membership assessments aid by the !mi t  
omers  does n o t  qualify f o r  exemption under sect ion 501(c) i! 4)  of the Code. 

Since your organization w i l l  5e operating the Common Interest  Coimunity of  
***** *** ****  ***** ************  including the management, majritenance 
and care of the  common areas,  you have also fa i led  t o  quality under section 
501 (c) (4) of the Code. 

IVe have also determined t h a t  you f a i l  t o  qualify f o r  exempt s t a t u s  under 
any other subsection of IRC SOl(c). 



You are required t o  f i l e  a taxable return Form 1120 or 1041 with the 
District Director of Internal Revenue Service. Please send the return to  
the Internal Revenue Service, P.O. Box 1680, General Post Office, Brooklyn, 
NY 11202. 

If you do not agree with this  determinatiori, you may protest in  accordance 
with the enclosed instructions w:ithin 30 days. 

Protests submitted which do not contain a l l  the documentation stated i n  the 
..% - 

instructions w i l l  be returned for completions. 

If we do not hear from you within tha t  time, t h i s  determination w i l l  beccme 
final .  

Sincerely yours, 

Distr ict  Director 

Enclosure: Publication 892 


